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Are there good reasons for limiting the free market? 
 
By Damian E M Milton 
Since the collapse of the Soviet Union, many political commentators (e.g. Saunders, 1990) 
ŚĂǀĞ ĐŽŵŵĞŶƚĞĚ ƚŚĂƚ ƚŚĞ ƐƚƌƵĐƚƵƌĞ ĂŶĚ ĚǇŶĂŵŝĐƐ ŽĨ ƉůĂŶŶĞĚ  ‘ĐŽŵŵƵŶŝƐƚ ? ƐŽĐŝĞƚŝĞƐ ŚĂǀĞ
been shown to be ineffective in meeting the goals of providing individual liberty, economic 
ĞĨĨŝĐŝĞŶĐǇ ĂŶĚ ƉƌŽƐƉĞƌŝƚǇ ?  /ƚ ǁĂƐ ĂƐƐƵŵĞĚ ƚŚĂƚ ƚŚĞ  ‘ĨƌĞĞ ŵĂƌŬĞƚ ? ĞĐŽŶŽŵŝĐ ŵŽĚĞů ǁĂƐ
superior due to its dynamism and flexibility.  The recent global economic crisis has revived 
ƚŚĞƵƌŐĞŶĐǇŽĨĚĞďĂƚĞƐƌĞŐĂƌĚŝŶŐũƵƐƚŚŽǁŵƵĐŚĨƌĞĞĚŽŵ ?ƐŵĂƌŬĞƚƐƐŚŽƵůĚŚĂǀĞ ?dŚŝƐĞƐƐĂǇ
explores the Utilitarian argument in favour of the free market model and discusses 
alternatives and criticisms to this approach. 
 
dŚĞ  ‘ƉƵƌĞ ? ŵŽĚĞů ŽĨ ĨƌĞĞ ŵĂƌŬĞƚ ĐĂƉŝƚĂůŝƐŵ ƌĞƋƵŝƌĞƐ ůĂǁƐƚŽ ƉƌŽƚĞĐƚ ƉƌŽƉĞƌƚǇ ŚĞůĚ ďǇ
ŝŶĚŝǀŝĚƵĂůƐŽƌĨŝƌŵƐ ?ƚŚĂƚŐŽŽĚƐĂƌĞƉƌŽĚƵĐĞĚƚŽŵĂǆŝŵŝƐĞƉƌŽĨŝƚƐĂŶĚĚŝƐƚƌŝďƵƚĞĚ ‘ĨƌĞĞůǇ ?ďǇ
ĂŶǇŽŶĞ ǁŚŽ ĐĂŶ ƉƌŽĚƵĐĞ ĂŶĚ ƐĞůů ƚŚĞŵ ? ƌĞŐƵůĂƚĞĚ ďǇ ƐƵƉƉůǇ ĂŶĚ ĚĞŵĂŶĚ ?   ‘WĞƌĨĞĐƚ
ĐŽŵƉĞƚŝƚŝŽŶ ?ǁŝƚŚŝŶĐĂƉŝƚĂůŝƐŵĞĐŽŶŽŵŝĞƐŚĂƐůŽŶŐďĞĞŶƐĞŶĂƐĂŶ ‘ŝĚĞĂů ?ĂŶĚŶŽƚĂůŝǀĞĂďůĞ
reality.  Within capitalist societies there are always state owned and run institutions, a 
voluntary sector and illegal markets. 
 
hŶůŝŬĞ>ŽĐŬĞ ?Ɛ ?ĐŝƚĞĚŝŶtŽůĨĨ ? ? ? ? ?) argument concerning the initial acquisition of property, 
Utilitarian defenders of the free market do not concern themselves with the hypothetical 
context of acqƵŝƐŝƚŝŽŶ ?ZĂƚŚĞƌ ?hƚŝůŝƚĂƌŝĂŶ ?ƐŚŝŐŚůŝŐŚƚƚŚĞďĞŶĞĨŝƚƐŽĨƚƌĂĚĞĂŶĚŝŶŚĞƌŝƚĂŶĐĞŝŶ
providing motivations for the efficient transfer of property.  &ŽƌhƚŝůŝƚĂƌŝĂŶ ?s, the free market 
economy advances aggregate human happiness to a level, that is not possible within a 
planned economic structure. 
 
Hayek (cited in Wolff, 1996) suggests that the price system is the most efficient way of 
transferring information quickly concerning supply and demand and that the profit motive 
gives individuals the motivation to respond quickly to market fluctuations.  Without 
regulation however, the demand for profit could lead to an efficient response to exploit an 
area of vulnerability where people could be harmed as a direct result (e.g. exorbitant loans, 
con-artists and unwelcome telesales).  When the harm caused by faltering markets rises to 
the level of the recent economic crash, it can be easily seen that some level of regulation is 
needed, if only for long-term efficiency. 
 
Free market economic systems can be criticised for ĐƌĞĂƚŝŶŐ ‘ŶĞŐĂƚŝǀĞĞǆƚĞƌŶĂůŝƚŝĞƐ ? ?ĐƌĞĂƚŝŶŐ
something as a by-product that people would rather not live with) and reducing positive 
ones (e.g. undersupplying public goods).  A Marxist critique would suggest that markets are 
wasteful (also creating boom and bust cycles) and that they exploit and alienate workers, 
leading to massive inequalities in wealth and social power.  Free market capitalism is never 
free of power relations, corruption and nepotism (Miliband, 1969).  The Sociologist 
Durkheim (1897) suggested that too much freedom leads to egoistic individualism and a 
break down of moral consensus, subsequently leading to a rise in anomie, depression, crime 
and suicide.  ƵƌŬŚĞŝŵ ?Ɛ ŝĚĞĂƐ ƌĞŐĂƌĚŝŶŐ  ‘ĂŶŽŵŝĞ ? ǁĞƌĞ ůĂƚĞƌ ƚĂŬĞŶ ƵƉ ďǇ &ƵŶĐƚŝonalist 
Sociologist Merton (1968), who argued that free market economies had produced goals that 
were not attainable for all through legitimate means, leading people to innovate alternative 
means, reject social goals of the consensus, retreat from social life, or rebel against it.   
 
Perhaps the greatest negative externality caused by free market capitalism is the huge 
ĂŵŽƵŶƚŽĨǁĂƐƚĞĐƌĞĂƚĞĚƚŚƌŽƵŐŚ  ‘ĚŝƐƉŽƐĂďůĞĐŽŶƐƵŵĞƌĐƵůƚƵƌĞ ? ? Capitalism is dependent 
upon the iŶǀĞŶƚŝŽŶŽĨ ‘ŶĞĞĚƐ ?ǁĞĚŽŶŽƚnecessarily have, as Marx would say commodities 
ĂƌĞ  ‘ĨetishisĞĚ ?  ?DĂƌǆ ?  ? ? ? ?).  This also leads on to further issues such as inbuilt 
obsolescence, style over substance, the ĐƌĞĂƚŝŽŶŽĨ ƚŚĞ  ‘ŶĞǁ ?ĂŶĚ ƚŚĞĚŝƐƉŽƐĂůŽĨ ƚŚĞ  ‘ŽůĚ ?
whether this is functional for society or not.  dŚĞ ‘ĨƌĞĞŵĂƌŬĞƚ ?ŝƐŚĂƌĚůǇ ‘ĨƌĞĞ ?ĞŝƚŚĞƌǁŚĞŶŝƚ
is dominated by a few participants.  Aspects of the economy of contemporary states are 
 ‘Ɖlanned ? ďǇKůŝŐĂƌĐŚ ?Ɛ ?It could be said that consumers are given an illusion of choice (e.g. 
one-hundred different styles of Nike Trainer!) in the name of fashion.  Innovation is also 
often falsely equated with the free market economic model, to think that profit is the only 
motive that could inspire the human race to innovate, is to debaƐĞ ŽŶĞ ?Ɛ ǀŝĞǁ ŽĨ ŚƵŵĂŶ
nature.  Under capitalism innovative ideas may fall by the wayside, if they are not being seen 
to produce profit, even if they may increase social utility greatly. 
 
/ŶĂ  ‘ƉůĂŶŶĞĚĞĐŽŶŽŵǇ ? ?ƚŚĞƐƚĂƚĞĐŽŶƚƌŽůƐƉƌŽƉĞƌƚǇĂŶĚƉƌŽĚƵĐƚŝǀĞƉƌŽĐĞƐƐĞƐ ? WƌŽĚƵĐƚŝŽŶ
rather then satisfying a need for profit is led by satisfying social  ‘ŶĞĞĚƐ ? ?dŚĞƌĞĨŽƌĞ ?ƉůĂŶŶĞĚ
ĞĐŽŶŽŵŝĞƐĐĞŶƚƌĂůŝƐĞƚŚĞƚƌĂŶƐĨĞƌŽĨƉƌŽƉĞƌƚǇ ?ƌĂƚŚĞƌƚŚĂŶŝƚďĞŝŶŐŽƌŐĂŶŝƐĞĚďǇ ‘ĨƌĞĞ ?ƚƌĂĚĞ ?
Planned economies have been criticised for leading to economic stagnation and for their 
tendency toward autocratic rule (Saunders, 1990).  Wolff (1996) argues that planned 
ĞĐŽŶŽŵŝĞƐĂƌĞ ‘ƉůĂŐƵĞĚ ?ďǇƐŚŽƌƚĂŐĞƐĂŶĚŽǀĞƌƉƌŽĚƵĐƚŝŽŶŽĨ ĚŝĨĨĞƌŝŶŐƉƌŽĚƵĐƚƐĂŶĚĐƌĞĂƚŝŶŐ
Ă  ‘ĚĞƉƌĞƐƐŝŶŐ ůĂĐŬ ŽĨ ƋƵĂůŝƚǇ ĂŶĚ ǀĂƌŝĞƚǇ ? ? Yet, as the examples of negative externalities 
show, these problems are not solely attributable to planned economies! 
 
A planned economy is thought to involve restrictions of individual behaviour and liberty to 
make free choices, yet it is problematic that an individual has rights to own property and 
trade it, even more so, to do as they please.  Mill suggests that the liberty principle be 
supported by the harm principle (freedom from harm and thus restricting harmful 
behaviours), yet the inequalities produced in free market economies produce a great deal of 
harm and suffering.  It is presumed that a planned economy will produce yet more harm and 
the collapse of the Soviet Union seems to suggest that, however this is a question open to 
debate.  If an individual finds themselves being born into abject poverty, their position may 
be to accept a redistribution of wealth and regulating the excesses of the rich.  Having said 
that, an over-planned system would lead to a fatalistic cultural life, that Durkheim (1897) 
also suggests leads to rises in depression and suicide. 
 
Critics of a planned economy would point out that a planner may have little idea what 
ƉĞŽƉůĞ ‘ǁĂŶƚ ? ?ŽƌĞǀĞŶ ‘ŶĞĞĚ ? ? ?Engels (cited in Wolff, 1996) suggested that transfer rights 
ĐŽƵůĚďĞďĂƐĞĚŽŶ ‘ŶĞĞĚ ?ƌĂƚŚĞƌƚŚĂŶ ‘ǁĂŶƚ ?ĂŶĚƚŚĂƚŝƚǁĂƐƉŽƐŝďůĞƚŽĂƐĐĞƌƚĂŝŶĂƉĞƌƐŽŶ ?Ɛ
 ‘ďĂƐŝĐŶĞĞĚƐ ?ĂŶĚƚŚĞƌĞĨŽƌĞĞĂƐǇƚŽĐĂůĐƵůĂƚĞ ƚŚĞŶĞĞĚƐŽĨƚŚĞŵĂŶǇĂŶĚƉůĂŶĂĐĐŽƌĚŝŶŐůǇ ?
zĞƚ ? ǁŚĂƚ ĞǆĂĐƚůǇ ĂƌĞ ƚŚĞ  ‘ďĂƐŝĐ ŶĞĞĚƐ ? ƚŚĂƚ ĂƌĞ ƌĞƋƵŝƌĞĚ ďǇ ŝŶĚŝǀŝĚƵĂůƐ?  This differs 
depending on which theorist one turns ƚŽĨŽƌĂĚǀŝĐĞ PZĂǁůƐ ? (cited in Wolff, 1996) highlights 
liberty with constraints, whilst Nozick (cited in Wolff, 1996) favours liberty free from 
ĐŽŶƐƚƌĂŝŶƚ ?  WĞƌŚĂƉƐ ƚŚĞ ŽŶůǇ ƵŶŝǀĞƌƐĂů ŚƵŵĂŶ ŶĞĞĚ ŝƐ  ‘ƐƵƌǀŝǀĂů ? ? ǇĞƚ ĞǀĞŶ ƚŚŝƐ ĐĂŶ ďĞ
questioned by those who no longer wish to live! 
 
The benefits of a planned economy, would be the potential to regulate against exploitative 
work practices based on profit alone, create a collectively derived social purpose (if not 
dictated to by the state) and could tackle immanent disasters far more efficiently and rapidly 
(e.g. climate change). 
 
dŚĞ ƉƌĂĐƚŝĐĂů ƌĞĂůŝƚǇ ŽĨ ŵŽƐƚ ƐŽĐŝĞƚŝĞƐ ŝƐ ƚŚĂƚ ƚŚĞƌĞ ŝƐ Ă ŶĞĞĚ ĨŽƌ Ă  ‘ŵŝǆĞĚ ĞĐŽŶŽŵǇ ? ǁŝƚŚ
elements of free trade and state regulation to minimise the harmful effects of an unbridled 
free market and consequent negative externalities, whilst producing positive externalities in 










Durkheim, E. (1897/1951) Suicide: A study in Sociology.  London: Routledge. 
 
Marx, K. (1867/1967) Capital: A Critique of Political Economy, Vol. 1.  New York: International 
Publishers. 
 
Merton, R. (1968) Social Theory and Social Structure.  New York: The Free Press. 
 
Miliband, R. (1969) The State in Capitalist Society.  London: Weidenfeld and Nicolson. 
 
Saunders, P. (1990) Social Class and Stratification.  London: Routledge. 
 
Wolff, J. (1996) An Introduction to Political Philosophy (revised edition).  Oxford: Oxford 
University Press. 
